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Term to Know
A pension plan’s funding ratio is the ratio of its 
assets to its liabilities. If participants have earned 
more in benefits than the plan has in investments 
(and projected investment earnings), its funding 
ratio will be less than 100%.

What’s happening

It’s not news to you that conditions are 
very difficult for investors these days. In 
2008, the Standard & Poor’s 500-stock 
index fell 39%. In comparison, the 
Contractors, Laborers, Teamsters and 
Engineers Pension Plan’s investment loss 
of 22% in 2008 doesn’t look so bad. 
However, the Trustees are taking this 
situation very seriously and monitoring 
the plan and its investments closely.

Plans around the country are struggling 
with these same issues. Many plans are 
going from overfunded at the end of 2007 
to significantly underfunded at the end of 
2008. In fact, the typical corporate plan’s 
funding ratio dropped more than 31% in 
2008.

This newsletter is designed to keep you 
informed about the plan’s financial situation 
and answer some of the questions you 
may have about what’s happening in the 
investment markets and what it means to the 
Pension Plan.
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What are the Trustees doing?

In response to recent investment turbulence, the 
plan Trustees are continuing to do the things 
we’ve always aimed to do:

Invest for the long term•	

Act prudently and with professional advice•	

Do our best to look ahead and prevent •	
problems down the road.

Market ups and downs are to be expected and 
we do not count on positive returns every year. 
Because pension plans pay out benefits over a 
very long time, we have a long-term strategy that 
can take advantage of time to ride out the rough 
periods.

In this especially rough time, we are continuing 
to monitor the plan’s investments and are seeking 
the advice of seasoned, objective investment 
consultants. We are making use of all of 
the available tools to help the plan reach its 
investment objectives.

We made some changes to the plan a few years 
ago to help prevent funding problems and those 
changes have helped. We are in a better position 
now to weather economic storms than we were 
before. However, the last several months have 
been considerably outside the range of what 
we had come to consider “normal” volatility. It 
has had a huge impact on plan assets. Another 
pressure on the plan is the fact that funding 
requirements are set by the tax code. While we 
invest for the long term, we also have to ensure 
enough money is coming into the plan in the 
short term to meet IRS requirements. It’s possible 
we will need to make additional plan design 
changes in the future to weather this difficult 
investment climate and meet the plan’s funding 
obligations.

The calculations and analysis that go into the 
annual funding notice have begun. While we 
don’t have results yet, we do expect that this year’s 
losses will impact the plan’s future funding ratio.

As we have more information about how the plan 
is doing, we’ll share more details with you.

While we invest for the long term, we also have 
to ensure enough money is coming into the plan 
in the short term to meet IRS requirements.
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What does it mean to be less than 100% funded?
Every year we look at the benefits that have been 
earned to date and the value of the plan’s assets 
and compare the two. Then we ask the question 
“if all the plan benefits that have been earned had 
to be paid, based on the situation today, does the 
plan have enough money?” That ratio of assets 
and liabilities is the percent the plan is funded 
(the funding ratio). 

The funding ratio is a snapshot – a picture of the 
plan on a given day. However, pension plans work 
more like a glacier. They move slowly and it’s the 
long term trends that matter most. Benefits are 
not paid out all at once, they are paid out over 
the long term and that gives us time for future 
contributions and investment earnings to work 
in our favor. As the chart below shows, over the 
long term the plan has had a good return on its 
investments, even taking into account the losses 
in 2008.

Annual Investment Returns Compared to Average Return

The plan pays out approximately $7 million in benefits each year and has approximately $89 million in 
assets. Checks are going out to current recipients with no problem.

Average return 
7.4%
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How it affects you

Given the large decline in the value of 
other kinds of retirement plans over the last 
several months, many people have a renewed 
appreciation for pension plans. Under a 
pension plan, your benefits are not subject 
to market fluctuations – your benefits are 
based on the plan provisions, not investment 
earnings and losses. The plan has the 
investment risk, not individual members. 

In addition, your benefit is protected by 
the Pension Benefit Guaranty Corporation 
(called PBGC). This is a federal insurance 
agency (similar to the FDIC, which insures 
bank deposits). Like all pension plans, we pay 
premiums to the PBGC for insurance. The 
PBGC insures pension benefits up to certain 
limits.

You will receive more information on PBGC 
insurance in the upcoming annual funding 
notice.

What’s next?

The investment markets continue to be extremely 
volatile and while we don’t know what the future 
holds, it seems apparent things have not yet turned 
around. We’ll keep you informed as we know more – 
watch for the annual funding notice that we will send 
to you at the end of April.

Have You Moved 
Recently?
Be sure to update the CLT&E Fund office 
with your new address!

CLT&E Fund Office 
10334 Ellison Circle 
Omaha, NE 68234 
402.491.3751


